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Abstract 


Recent  research  on  household  behavior  suggests  that,  ceteris  paribus,  a  woman’s  "power"  within  a 
household  influences  consumption  and  time  allocation  choices.  From  an  empirical  point  of  view,  a 
central  stumbling  block  in  this  line  of  inquiry  has  been  identification  of  sources  of  "power"  that  can 
plausibly  be  treated  as  exogenous.  Aid  to  Families  with  Dependent  Children,  AFDC,  was  paid  only 
to  single  women  with  children.  The  benefit  level  provides  a  natural  fall-back  for  a  low-income 
woman  with  children  who  is  contemplating  separation  from  her  partner.  As  AFDC  payments 
increase,  separation  will  become  more  attractive  and,  we  conjecture,  the  relative  bargaining  power  of 
the  woman  in  a  household  should  also  increase.  If  this  is  true,  and  if  bargaining  power  does  affect 
allocation  decisions  within  the  household,  then  the  AFDC  benefit  level  should  affect  household 
choices  in  intact  families.  This  hypothesis  is  tested  using  the  PSID  from  1968  through  1992.  Benefit 
levels,  which  (conditional  on  family  size)  vary  across  states  and  over  time  are  treated  as  exogenous. 
In  order  to  sweep  out  household-specific  unobserved  heterogeneity,  models  include  household  fixed 
effects.  In  addition,  the  model  predicts  the  behavior  of  households  with  young  children  should  be 
influenced  by  AFDC  but  not  that  of  households  with  no  children.  Second,  AFDC  is  unlikely  to  be 
paid  to  women  in  higher  income  households  and  so  it  should  have  a  bigger  influence  on  the  behavior 
of  lower  income  households.  The  results  are  consistent  with  these  predictions.  AFDC  generosity  does 
affect  the  allocation  of  resources  in  households  with  young  children,  and  particularly  lower  income 
households  with  very  young  children.  Corroborating  evidence  is  drawn  from  the  Consumer 
Expenditure  Survey.  We  conclude  that  options  outside  marriage,  as  indicated  by  the  generosity  of 
AFDC  benefits,  affect  bargaining  power  of  women  within  marriage  which,  in  turn,  influences 
household  resource  allocation  decisions. 


1.  INTRODUCTION 

The  vast  majority  of  economic  models  of  the  household  treat  it  as  a  single  unit.  This  amounts 
to  assuming  either  that  all  household  members  share  the  same  preferences  or  that  one  member,  a  dictator, 
determines  all  allocations.  Since  the  theory  of  consumer  demand  is  predicated  on  the  notion  that 
preferences  are  an  individual  trait,  this  is  not  an  appealing  restriction.  Not  only  is  it  difficult  to 
meaningfully  discuss  important  phenomena  like  marriage  and  divorce  in  the  context  of  this  model  but  a 
body  of  empirical  evidence  has  emerged  in  the  last  few  years  suggesting  that  the  restrictions  of  this 
"unitary"  model  of  the  household  is  at  odds  not  just  with  common  sense  but  also  with  the  data.  (See,  for 
example,  Samuelson,  1956,  and  Becker,  1974,  1981,  for  discussions  of  the  general  issues;  Bergstrom, 
1997,  provides  a  recent  review.) 

These  empirical  studies  suggest  that,  ceteris  paribus ,  as  a  woman’s  "power"  within  the  household 
increases  relative  to  that  of  a  man,  household  consumption  and  time  allocation  patterns  change,  with,  for 
example,  some  studies  indicating  that  more  resources  are  allocated  to  investments  in  children.  From  an 
empirical  point  of  view,  a  central  stumbling  block  in  this  literature  has  been  identifying  sources  of  "power" 
that  vary  exogenously. 

Most  of  the  studies  have  examined  the  impact  on  allocation  decisions  of  changes  in  the 
distribution  of  income  within  the  household.  Since  time  allocation  and,  therefore,  labor  supply  is  one  of 
the  choices  over  which  a  couple  is  likely  to  bargain,  it  is  difficult  to  argue  that  labor  income  should  be 
treated  as  exogenous  in  this  context.  (See,  for  example,  Browning,  Bourguignon,  Chiappori  and  Lechene, 
1994.)  Nonlabor  (or  asset)  income  is  similarly  suspect  if  it  reflects  the  cumulation  of  saved  prior  labor 
income  (Schultz,  1990;  Thomas,  1990).  Thomas,  Contreras  and  Frankenberg  (1997)  use  assets  that  a 
couple  owned  at  the  time  they  were  married  which  reduces,  but  does  not  eliminate,  this  source  of 
endogeneity. 

An  alternative  to  using  income  of  household  members  to  capture  "power"  would  be  to  use 
characteristics  of  the  local  community  or  environment.  McElroy  (1990)  discusses  the  role  of  options 
outside  the  marriage  including  opportunities  in  the  re-marriage  market  and  suggests,  for  example,  sex 
ratios  or  changes  in  divorce  laws  across  states  (Carlin,  1991).  In  a  very  innovative  study,  Lundberg, 
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Poliak  and  Wales  (1997)  utilize  a  natural  experiment  provided  by  a  shift  in  the  U.K.  welfare  system  in 
the  late  1970s.  All  families  in  the  U.K.  are  eligible  for  child  benefit.  Prior  to  1977,  it  was  paid  through 
the  tax  system  as  a  deduction  from  income  tax  and,  typically,  accrued  to  the  father.  Legislation  in  the 
House  of  Commons  replaced  that  deduction  with  a  cash  payment  paid  to  the  mother.  Women’s  power 
was  unambiguously  increased.  Lundberg,  Poliak  and  Wales  show  that  there  was  a  coincident  change  in 
expenditure  patterns:  relative  to  men’s  clothing,  expenditures  on  women’s  and  children’s  clothing 
increased.  They  conclude  that  the  shift  in  power  within  the  household  did  affect  resource  allocation.  (See, 
also,  Ward-Batts,  1997.) 

Aid  to  Families  with  Dependent  Children,  AFDC,  was,  until  recently,  a  central  component  of 
welfare  policy  in  the  U.S.  The  benefit  was  paid  only  to  single  women  with  children.  Conditional  on 
family  size,  the  payment  is  set  at  the  state  level  and  varies,  in  real  terms,  over  time.  Putting  aside 
migration  because  of  the  level  of  payment  and  fertility  choices  in  response  to  the  payment,  the  benefit 
schedule  a  woman  faces  may  be  treated  as  exogenous.  Under  these  assumptions,  inter-state  and  inter¬ 
temporal  variation  in  the  benefit  has  been  used  as  a  "natural  experiment"  in  a  very  large  number  of 
studies.  See,  for  example,  Moffitt  (1992)  for  a  comprehensive  review  of  the  disincentive  effects  of  AFDC 
and  Moffitt  (1996)  for  an  assessment  of  the  assumptions  underlying  several  of  these  "natural  experiments". 

Following  the  lead  of  Lundberg,  Poliak  and  Wales  (1997),  AFDC  also  provides  a  potentially 
powerful  tool  for  testing  the  unitary  model  of  the  household  within  the  context  of  a  "natural  experiment". 
Specifically,  the  AFDC  benefit  level  provides  a  natural  fall-back  for  a  low-income  woman  with  children 
who  is  contemplating  separation  from  her  partner.  As  AFDC  payments  increase,  separation  will  become 
more  attractive  and,  we  conjecture,  the  relative  bargaining  power  of  the  woman  in  a  household  should  also 
increase.  If  this  is  true,  and  if  bargaining  power  does  affect  allocation  decisions  within  the  household, 
then  the  AFDC  benefit  level  should  affect  household  choices  in  intact  families.1 


'The  influence  of  AFDC  on  living  arrangements  has  been  investigated  by  Ellwood  and  Bane  (1985)  who  set  out  the 
descriptive  facts,  Hoynes  (1995)  who  uses  a  "natural  experiment"  framework  and  Hu  (1997)  who  exploits  a 
treatment-control  randomized  experiment.  They  all  conclude  that  increases  in  generosity  are  associated  with  a  (fairly 
small)  reduction  in  the  probability  a  women  is  married  to  or  cohabits  with  a  man.  In  order  to  sidestep  this  issue, 
we  focus  on  intact  couples.  If  AFDC  only  affects  living  arrangements  and  has  no  impact  on  bargaining  power  within 
the  household,  then  our  tests  will  result  in  failure  to  reject  the  unitary  model  of  the  household. 
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This  hypothesis  is  tested  using  longitudinal  household  survey  data  from  the  Panel  Study  of  Income 
Dynamics  (PSED)  over  the  period  1968  through  1992.  While  attention  is  focussed  on  the  share  of 
household  income  spent  on  food,  we  also  report  empirical  results  for  time  allocation  of  working  couples. 
We  examine  the  impact  on  these  outcomes  of  variation,  over  a  quarter  of  a  century,  in  the  AFDC 
maximum  benefits  that  would  be  paid  to  a  family  of  one  adult  and  two  children.  Careful  attention  is  paid 
to  unobserved  heterogeneity.  It  is  standard  in  the  "natural  experiment"  literature  to  control  for  state  fixed 
effects  and  allow  time  effects  to  vary  non-parametrically.  We  take  two  more  steps.  First,  a  household 
fixed  effect  in  the  models  sweeps  out  all  unobserved  factors  that  are  fixed  and  additive  at  the  household 
level  and  which  might  affect  household  allocation  patterns.  There  may,  however,  be  factors  that  vary  over 
time  and  within  states  which  are  not  captured  in  these  models.  Our  second  step,  therefore,  is  to  compare 
households  in  which  mothers  are  likely  to  benefit  from  AFDC  payments  should  they  separate  from  their 
husbands  with  households  for  whom  AFDC  is  not  likely  to  play  a  role.  First,  AFDC  is  only  paid  to  single 
mothers  with  children  and  so  the  behavior  of  households  that  contain  young  children  are  contrasted  with 
similar  households  that  do  not.  Second,  AFDC  is  unlikely  to  be  a  source  of  bargaining  power  in  higher 
income  households  and  so  the  behavior  of  lower  income  households  with  young  children  is  compared  with 
higher  income  households  with  young  children. 

The  results  indicate  that  households  with  young  children,  and  particularly  lower  income  households 
with  young  children,  tend  to  allocate  less  of  their  income  to  food  as  AFDC  generosity  increases.  Our  view 
is  that  the  most  plausible  explanation  for  the  results  is  that  as  AFDC  benefits  rise,  the  bargaining  power 
of  women  in  these  households  increases  which,  in  turn,  affects  the  share  of  income  spent  on  food.  Time 
allocation  patterns  are  consistent  with  this  interpretation.  Among  households  with  young  children,  hours 
in  the  labor  market  for  women  decline  as  AFDC  rises;  men’s  hours  also  decline  but  by  a  much  smaller 
amount  and  so  the  woman’s  share  of  the  couple’s  time  in  the  labor  market  is  significantly  reduced  as 
AFDC  generosity  increases. 

Corroborating  evidence  is  drawn  from  the  Consumer  Expenditure  Survey  (CEX)  which  is  a  series 
of  cross-section  household  budget  surveys  conducted  annually  in  the  United  States.  While  the  long  panel 
dimension  of  the  PSID  is  a  key  advantage  for  this  study,  contrasting  families  that  include  young  children 
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with  families  that  do  not  in  the  CEX  provides  an  independent  check  on  the  robustness  of  the  results. 
Consistent  with  results  from  the  PSID,  as  AFDC  generosity  increases,  the  share  of  the  budget  spent  on 
food  declines.  Similarly,  the  share  on  what  might  be  construed  as  "male"  goods  (alcohol,  car  maintenance, 
sports  entertainment)  declines  while  the  share  allocated  to  "child"  goods  (toys,  baby  clothing  and  baby 
furniture)  and  health  increases.  We  conclude  that  options  outside  the  marriage,  as  indicated  by  the 
generosity  of  AFDC  benefits,  do  affect  the  bargaining  power  of  women  within  the  marriage  as  manifest 
in  household  resource  allocation  decisions. 

The  model  underlying  our  tests  are  presented  in  the  next  section.  It  is  followed,  in  Section  3,  by 
a  discussion  of  the  data  and  some  empirical  issues.  Regression  results,  presented  in  Section  4,  are 
followed  by  a  concluding  section. 

2.  MODEL 

We  begin  with  a  standard  model  of  household  behavior  in  which  household  welfare  in  any  period, 
W,  depends  on  the  utility  of  each  member,  m  =  1,  ...,  M.  In  turn,  each  individual’s  utility  function,  Uin, 
depends  on  the  commodity  consumption  of  all  household  members,  xgm  ,  g=l,  ...,  G,  where  g  indexes 
goods  and  consumption  of  leisure  of  each  individual  is  denoted  Xom.  Individual  and  household  specific 
characteristics  may  affect  tastes  and  therefore  utility.  Let  n  denote  those  that  are  observable  and  let  e 
represent  all  unobservable  characteristics,  such  as  tastes  for  work,  for  consumption  and  for  investing  in 
children.  Each  individual’s  sub-utility  function  is  given  by  Um(x;  n  ,  t)  which  is  assumed  to  be  quasi¬ 
concave,  non-decreasing  and  strictly  increasing  in  at  least  one  argument.  The  household  welfare  function 
aggregates  these  individual  sub-utility  functions: 

W  =  W[U,(x;  n  ,  t),  ...  UM(x;  ft ,  e)]  [1] 

which  is  maximized  subject  to  the  household  budget  constraint: 

p  x  =  [p0m(T-xoJ  +  yml  +  y0  [2] 

Prices,  p,  of  all  elements  of  the  vector  X  are  assumed  to  be  parametric  apart  from  p0m,  the  price  of  time 
(wage)  of  individual  m.  The  income  of  member  m  is  the  value  of  earned  income  p0m(T-x0m)  plus  non¬ 
labor  income,  ym,  and  y0  is  all  income  that  is  held  jointly  by  household  members. 
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Unitary  model  of  the  household 

The  simplest  (and  most  common)  economic  model  of  the  household  implicitly  assumes  that  all 
household  members  have  exactly  the  same  preferences,  so  the  sub-utility  functions,  U  in  f  1],  are  identical. 
An  alternative  assumption  that  has  been  suggested  is  that  there  is  one  member,  a  dictator,  who  makes  all 
allocation  decisions.  Under  this  assumption,  the  aggregator  function  W(.)  in  [1]  assigns  a  zero  weight  to 
all  but  that  member’s  utility  function.  For  our  purposes,  the  two  assumptions  are  observationally 
equivalent  as  they  both  imply  that  the  household  may  be  treated  as  if  it  were  a  single  unit.  That  is,  the 
notion  of  power  within  the  household  has  no  place  in  this  model  and  demand  depends  only  on  prices,  total 
household  income,  E^  ym,  and  household  characteristics,  fi,  such  as  demographic  composition: 

xg  =  xg  (  E£*y. ,  M  ,  p, ,  t)g )  [3.1] 

Individualistic  models  of  the  household 

An  alternative  class  of  models  that  have  gained  currency  in  the  literature  in  recent  years  treats  the 
individual  as  the  primary  element  in  household  decision-making.  Although  there  are  several  variants  of 
these  models,  their  implications  are,  for  our  purposes,  similar. 

For  example,  following  Chiappori  (1988,  1992,  1993),  if  we  were  to  assume  that  resources  are 
allocated  within  the  household  (Pareto)  efficiently ,  there  exists  some  X  so  that  the  household  optimization 
program  is 

Max  E^  Xm  IF  (  xgm  ,  ...,  xgM ;  jt ,  e)  [4] 

subject  to  the  budget  constraint  [2]  where  household  consumption  of  good  g  is  Emxgm  (Chiappori,  1992).2 

The  household  may  be  treated  as  if  it  were  a  single  unit  maximizing  a  weighted  sum  of  all 
individual  felicity  functions,  U"1,  where  the  weights,  X,  sum  to  unity.  The  reduced  form  demand  functions 
depend  on  household  income,  Eoym,  observable  household  characteristics,  /t,  prices,  p,  and  the  vector  of 
weights,  X: 

xg  =  xg  (  E^ym ,  H  ,  p  ,  X  ,  ^  )  [3.2] 


2For  simplicity,  we  assume  all  consumption  is  private.  This  may  not  be  unreasonable  in  the  context  of  our  empirical 
results  below  which  are  based  on  food  expenditures  and  the  allocation  of  time  to  the  labor  market. 
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where  £  represents  unobserved  heterogeneity  in  tastes.  Apart  from  the  weighting  factors,  X,  the  demand 
functions  in  the  individualistic  model,  [3.2],  are  identical  to  those  under  the  assumptions  of  the  unitary 
model,  [3.1].  Presumably  the  weighting  factors  are  a  measure  of  the  importance  of  each  member’s 
preferences  with  regard  to  the  household’s  allocation  choices. 

It  is  helpful  at  this  point  to  provide  additional  intuition  about  the  weights,  X,  by  slightly  re¬ 
interpreting  the  individualistic  model  in  terms  of  a  model  of  income  pooling  (Chiappori,  1992).  If 
allocations  are  Pareto  efficient,  then  the  optimization  program  can  be  rewritten  as  a  two  stage  process. 
In  the  first  stage,  the  household  may  be  treated  as  if  all  members  pool  their  income  and  then  re-allocate 
it  among  themselves  according  to  some  sharing  rule.  Thereupon,  in  the  second  stage,  each  household 
member  maximizes  his  (her)  own  utility  given  his  (her)  income  share.  The  income  sharing  rule  is  clearly 
related  to  the  weights,  X.  The  rule  also  has  a  very  nice  intuitive  interpretation  as  an  indicator  of  relative 
bargaining  power  of  household  members:  the  more  powerful  the  individual,  the  bigger  that  person’s  share 
of  the  pie  in  the  first  stage. 

Since  the  seminal  work  by  McElroy  and  Homey  (1980)  and  Manser  and  Brown  (1980),  a  large 
number  of  bargaining-type  models  of  household  allocations  have  been  suggested  in  the  literature.3  In 
their  simplest  form,  these  models  suggest  that  each  individual  spends  the  income  over  which  he  or  she 
has  control  without  reference  to  other  members  and  then  looks  at  the  equilibrium  (if  any  exists);  a  slightly 
more  sophisticated  model  repeats  this  process  until  achieving  an  equilibrium.  This  suggests  that  household 
allocation  decisions  are  the  outcome  of  a  bargaining  process  in  which  members  seek  to  allocate  resources 
towards  goods  they  especially  care  about.  In  the  absence  of  asymmetric  information,  all  outcomes  of  co¬ 
operative  bargaining  decision  rules  will  be  Pareto  efficient  and  so  those  models  yield  demand  functions 
which  are  a  special  case  of  [3.2]  above.  While  asymmetric  information  and  non  co-operative  behavior 
complicates  these  models,  the  basic  intuition  underlying  the  models  remains. 

Each  household  member  has  some  fall-back  position  (level  of  utility)  and  will  exit  the  household 
if  her  (his)  welfare  falls  below  the  "threat  point"  level.  If  the  sum  of  utilities  associated  with  the  fall-back 
positions  is  less  than  total  household  welfare,  the  household  will  dissolve.  Utility  over  and  above  the  sum 

3See,  for  example,  Bjorn  and  Vuong  (1984,  1985),  Lundberg  and  Poliak  (1993),  Ulph  (1988). 
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of  the  individuals’  threat  points  is  shared  among  household  members  presumably  in  accordance  with  their 
bargaining  strength.  To  fix  ideas,  assume  a  co-operative  Nash  equilibrium  (McElroy  and  Homey,  1980). 
The  M  household  members  involved  in  decision-making  choose  allocations  of  resources  to  maximize  the 
product  of  the  differences  between  the  utility  each  achieves,  U,  and  the  threat  point  or  reservation  utility 
level,  V,  which  is  the  utility  the  individual  would  achieve  outside  the  household: 
Ill1U(x;M,0-Vm(p;  fi ) 

Reservation  utility  depends  on  prices  and  those  characteristics,  p.,  which  affect  one’s  ability  to  assert  one’s 
preferences  in  the  bargaining  game. 

Clearly  these  characteristics  will  also  enter  the  demand  functions  and  so,  in  terms  of  the  functions 
[3.2],  the  weights,  X,  will  depend  on  pi.  This  is  because  the  weights  reflect  the  relative  importance  of  a 
member’s  utility  in  the  household  optimization  program  [4]  or,  put  another  way,  the  weights  influence  the 
share  of  the  income  pie  that  a  household  member  controls.  They  are,  therefore,  a  measure  of  power  within 
the  household  and  will  also  depend  on  prices,  household  characteristics  and  the  distribution  of  income 
within  the  household.  Making  this  explicit,  we  rewrite  the  demand  function: 

xg  =  xg  (  E^ym ,  p  ,  p  ,  X(£,  y0,  y„...  ym,p,p),^)  [3.3] 

Substituting  for  the  weights  yields: 

Xg  =  Xg  (  E%ym  ,  p  ,  P  ,  y0,  y, ym,  A  ,  )  [3-4] 

Comparing  [3.4]  with  demand  under  the  unitary  model,  [3.1]  suggests  a  simple  test  of  the  unitary 
model  against  a  wide  class  of  alternatives:  if  the  unitary  model  is  correct,  measures  of  power,  pL,  should 
have  no  impact  on  household  resource  allocations. 

It  remains  to  specify  empirically  implementable  indicators  of  bargaining  power.  McElroy  (1990) 
suggests  including  the  environment  an  individual  would  face  upon  withdrawing  from  the  household  which 
she  calls  extra-environmental  parameters.  These  might  include  an  individual’s  labor  market  opportunities, 
re-marriage  market  opportunities,  social  and  family  support  as  well  as  the  resources  that  the  individual 
would  control  if  the  household  were  to  dissolve.  This  last  insight  has  been  exploited  by  Carlin  (1992) 
who  treats  changes  in  divorce  settlement  laws  at  different  times  in  different  states  in  the  U.S.  as  a  "natural 
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experiment"  and  notes  that  those  changes  in  laws  will  affect  the  way  household  resources  are  split  when 
families  dissolve.  They  should,  therefore,  affect  the  power  a  person  wields  in  the  household. 

Following  the  same  logic,  prior  to  the  1996  Welfare  Reforms,  Aid  for  Families  with  Dependent 
Children  (AFDC)  was  a  central  element  of  the  U.S.  public  support  for  the  poor.  Single  mothers  with 
young  children  were  eligible  for  AFDC  as  long  as  their  income  and  assets  fell  below  the  cut-off.  The 
benefit  provides  a  natural  fallback  position  for  a  woman  who  would  be  eligible  for  AFDC  if  she  separated 
from  her  partner.  Thus,  under  the  assumptions  of  the  individualistic  models,  AFDC  should  enter  the 
reservation  utility,  V,  of  these  women  since  it  would  be  an  element  of  jx.  As  indicated  by  [3.4],  the 
potential  AFDC  benefit  will  affect  resource  allocation,  holding  household  income  constant.  The  key  point 
is  that  it  is  not  the  receipt  of  AFDC  income  that  matters  for  this  test,  but  rather  the  potential  receipt  of 
that  income;  our  main  empirical  analyses  are,  therefore,  based  only  on  intact  couples  who  have  not 
received  any  AFDC  income.4 

In  the  regressions  below,  AFDC  benefits  will  be  treated  as  parametric  from  the  point  of  view  of 
a  couple  which  implies  we  need  to  make  two  assumptions.  First,  AFDC  benefits  vary  with  the  number 
of  children  in  the  family  unit.  A  woman  may  respond  to  this  fact  through  her  fertility  choices  in  which 
case  the  state-level  AFDC  benefit  should  be  treated  as  endogenous.  It  strikes  us  as  very  unlikely  that  the 
potential  of  receiving  AFDC  would  have  a  substantial  impact  on  a  couple’s  decision  to  have  more  or  less 
children,  which  must  rank  among  the  most  serious  choices  a  couple  make.  The  second  source  of 
endogeneity  arises  from  the  fact  that  AFDC  benefits  vary  across  states.  A  woman  may  increase  the 
potential  AFDC  payment  she  would  receive  (her  bargaining  power)  by  moving  to  a  more  generous  state. 
The  empirical  evidence  on  welfare  magnets  suggests  there  is  a  very  small  (but  significant)  impact  of 
generosity  on  the  mobility  of  single  mothers  (Walker,  1994);  the  impact  on  couples  (for  whom  moving 


4While,  in  recent  years,  states  have  had  the  option  of  covering  married  couples  if  the  head  works  less  than  100  hours 
per  month,  under  the  AFDC-Unemployed  Parent  (UP)  program,  that  program  is  small  and  accounts  for  a  very  small 
fraction  of  the  AFDC  caseload.  There  is  some  variation  across  states  in  the  treatment  of  unrelated  cohabitors  and 
step-fathers  who  are  in  households  that  contain  AFDC  assistance  units.  (Moffit,  Reville  &  Winkler,  1993).  A  woman 
and  her  children  may  be  eligible  for  AFDC  even  if  she  cohabits  with  a  man.  The  same  is  true  in  most  states  for 
step-fathers  although  some  states  treat  step-fathers  in  the  same  way  the  biological  father  is  treated  so  they  are  eligible 
only  for  AFDC-UP.  In  order  to  ensure  that  AFDC-UP  families  are  not  included  in  our  sample,  we  exclude  all 
households  who  have  received  AFDC  income  during  any  of  the  survey  years. 
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is  more  costly)  is  almost  surely  even  smaller  in  magnitude.  In  the  regressions  below,  we  will  provide 
some  evidence  to  assess  the  empirical  importance  of  migration.  Before  presenting  the  regression  results, 
the  data  are  discussed  in  the  next  section. 

3.  DATA 

Our  measure  of  "power"  within  the  household  is  the  AFDC  a  woman  could  receive  if  she 
separated  from  her  partner.  Combining  information  from  the  Office  of  Family  Assistance,  Administration 
for  Children  and  Families  of  the  U.S.  Department  of  Health  and  Human  Services  with  statistics  published 
by  the  Congressional  Research  Service,  U.S.  House  of  Representatives,  we  have  created  a  state-specific 
time  series  of  the  Maximum  AFDC  monthly  benefit  that  would  be  paid  to  a  woman  with  two  children 
over  the  period  1968  through  1992.  The  mean  and  standard  deviation  for  each  state  is  presented  in  Figure 
1  (in  real  (1984)  dollars).  The  mean  monthly  maximum  benefit  for  the  country  as  a  whole  is  about  $290. 
States  in  the  South  tend  to  be  the  least  generous,  whereas  those  in  the  West  are  among  the  most  generous. 
In  general,  higher  benefit  states  have  also  tended  to  have  higher  variance  although  California  and  Alaska 
present  a  stark  contrast.  Both  are  among  the  most  generous  states;  however,  while  Alaska  is  also  one  of 
the  most  variable,  benefits  in  California  have  been  remarkably  stable  in  real  terms  over  this  period. 

These  data  have  been  merged  with  our  household-level  data  sources,  the  Panel  Survey  of  Income 
Dynamics  (PSID),  an  on-going  longitudinal  survey,  and  the  Consumer  Expenditure  Survey  (CEX),  a  series 
of  cross-sections.  The  PSID  follows  members  of  households  that  were  first  interviewed  in  1968,  including 
those  who  have  subsequently  split-off  from  the  original  sample  household.  To  test  hypotheses  about  the 
role  of  bargaining  power  in  household  decision-making,  we  focus  on  intact  couples  throughout  our 
analysis.  To  avoid  contamination  of  the  tests  associated  with  receipt  of  AFDC,  we  exclude  all  couples 
who  report  receiving  AFDC  in  any  year  that  they  appear  in  the  survey.  This  forms  our  core  sample  of 
8,506  couples  who,  on  average,  appear  in  the  survey  slightly  more  than  six  times  each,  yielding  an 
effective  sample  size  of  54,010  household-years.  Summary  statistics  are  reported  in  Appendix  Table  1. 

While  the  PSID  contains  extensive  information  about  income,  labor  supply  choices  and 
demographic  characteristics,  only  limited  data  are  collected  on  consumption.  We  focus  on  food 
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expenditures  reported  by  the  household  including  the  value  of  food  stamps  and  the  value  of  food  eaten 
out  of  the  home.  Food  expenditures  tend  to  rise  with  income  and,  as  an  empirical  matter,  it  is  convenient 
to  estimate  Engel  curves  in  terms  of  shares.  Food  shares,  the  ratio  of  food  expenditures  to  household 
income,  tend  to  decline  with  income.  The  average  household  spends  about  1 8%  of  its  income  on  food; 
around  one-sixth  of  that  is  spent  out  of  the  home.  There  is  considerable  heterogeneity  in  food  shares:  they 
account  for  more  than  a  third  of  the  budget  for  almost  10%  of  the  observations  and  are  less  than  one- 
fifteenth  of  the  budget  for  another  10%. 

Figure  2  displays  mean  food  shares  for  each  year  of  the  survey;  while  far  from  monotonic,  food 
shares  have  tended  to  decline  over  time  largely  reflecting  growth  in  household  income.  At  the  same  time, 
the  average  generosity  of  AFDC  benefits  that  the  sample  households  faced  has  also  declined.  It  would 
be  premature  to  impute  a  causal  interpretation  to  this  correlation:  it  is  far  more  likely  that  it  is  due  to 
unobserved  heterogeneity  that  is  common  to  both  processes.  In  fact,  unobserved  heterogeneity  is  a  serious 
concern  in  any  study  of  state-level  treatment  effects  on  household-level  behavior  and  is  a  grave  concern 
for  us.  To  be  concrete,  we  rewrite  the  model  [3.4]  in  linear  form 

“i5<  =  Po  +  P.  K  +  Xisty  +  £  +  5,  +  &  +  [5] 

where  coisl  is  the  food  share  of  household  i,  living  in  state  s  at  time  t.  AFDC  maximum  benefits,  /ist,  vary 
across  states  and  time  and  Xist  captures  all  other  household  and  community-level  observable  characteristics 
including  income,  demographics,  and  measures  of  local  economic  activity.  We  assume  unobservables  in 
the  model  comprise  four  elements.  First,  in  order  to  capture  the  variation  across  time  that  is  observed  in 
Figure  2,  we  allow  food  shares  to  vary  with  time  and  include  a  dummy  for  each  year  of  the  survey, 
This  time  fixed  effect  will  sweep  out  any  economy-wide  changes  (such  as  growth)  that  might  affect  both 
food  shares  and  AFDC  benefits.  Food  shares  are  likely  to  vary  with  relative  prices,  climate  and  levels 
of  infrastructure  which  differ  across  states.  Thus,  the  model  includes  state  fixed  effects,  £s. 

Since  economic  growth  is  not  uniform  across  the  entire  country  and  since  the  characteristics  of 
states  change  over  time,  one  would,  in  principle,  like  to  include  state-specific  time  fixed  effects.  That, 
however,  would  sweep  out  all  variation  in  AFDC  benefits,  p.sr  We  address  this  concern  in  three  ways. 
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First,  state-specific  time  trends  are  included  in  the  model  along  with  region-specific  time  effects 
(for  four  regions  in  the  U.S.)  Thus,  estimates  of  P,  may  be  interpreted  as  the  effect  of  deviations  from 
the  average  rate  of  change  in  AFDC  benefits  for  a  particular  state,  controlling  for  all  region-specific  year- 
to-year  changes. 

Second,  the  model  contains  a  household  fixed  effect  which  will  sweep  out  all  household-level 
unobserved  heterogeneity  that  is  correlated  with  both  AFDC  generosity  and  food  shares.  This  includes, 
for  example,  taste  differences  that  are  associated  with  locational  choice  (or  relative  prices)  and  household 
resource  allocation.5 

It  is  plausible,  however,  that  there  remain  common  unobserved  factors  that  influence  both  AFDC 
generosity  and  household  food  shares.  These  might  include,  for  example,  local  labor  market  conditions 
for  people  in  the  lower  tail  of  the  income  distribution.  Assume  that  state  administrations  respond  to 
worsening  labor  market  opportunities  for  the  poorest  by  increasing  the  generosity  of  AFDC.  If,  at  the 
same  time,  household  incomes  decline  and  food  shares  rise,  we  will  observe  a  spurious  positive  correlation 
between  AFDC  benefit  and  food  shares.  (Of  course,  if  legislators  respond  to  a  worse  labor  market  and 
thus  increased  demand  for  AFDC  by  decreasing  benefits,  we  would  observe  a  spurious  negative 
correlation.) 

This  is  addressed  by  our  third  approach  to  minimizing  biases  due  to  unobserved  heterogeneity  in 
which  we  slightly  recast  the  "natural  experiment"  and  compare  the  behavior  of  households  that  have  young 
children  with  households  that  do  not.  Since  AFDC  is  paid  only  to  women  with  children,  its  generosity 
should  have  no  effect  on  the  bargaining  power  of  women  with  no  children.  Holding  income  and  education 
constant,  the  labor  market  opportunities  faced  by  women  with  and  without  children  should  not  differ  in 
a  way  that  is  systematically  related  to  unobservables  that  affect  AFDC  generosity  and  food  shares.  Thus, 
the  interaction  between  AFDC  generosity  and  the  presence  of  young  children,  K,  provides  a  relatively 
robust  means  of  testing  for  the  influence  of  bargaining  power  on  household  allocations. 


5As  indicated  in  Appendix  Table  1,  even  after  sweeping  out  household  fixed  effects,  there  is  substantial  variation 
in  both  food  shares  and  AFDC  benefits.  In  the  data,  the  standard  deviation  of  food  shares  is  0.16;  within  households, 
the  standard  deviation  is  0.10.  Similarly,  the  standard  deviation  in  foi  AFDC  benefits  is  0.50;  excluding  all  inter¬ 
household  variation,  the  standard  deviation  is  0.20. 
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[6] 


“is.  =  Po  +  Pi  As,  +  p2  As,*K  +  XlstY  +  £  +  ^ 

While  we  will  present  estimates  of  Pj  in  the  regressions  below,  we  have  greater  confidence  in  estimates 
of  P2  as  the  basis  for  testing  the  unitary  model  of  the  household  and  will,  therefore,  rely  more  heavily  on 
those  estimates. 

Since  demographic  controls  are  included  in  the  covariates  Xist,  differences  between  children  and 
adults  in  food  intensity  will  be  captured  by  those  controls.  The  interaction  between  APDC  generosity  and 
the  presence  of  young  children  should  not  be  thus  impacted.  It  is  possible,  however,  that  the  costs  of 
children  vary  across  states  and  over  time  and  that  these  differences  are  correlated  with  AFDC  generosity, 
thereby  contaminating  our  tests.  We  will  address  this  concern  by  contrasting  the  effect  of  AFDC  on  food 
shares  in  lower  income  households  who  have  young  children  with  higher  income  households  with  the 
same  demographic  characteristics.  Since  women  living  in  higher  income  households  are  unlikely  to  be 
eligible  for  AFDC,  changes  in  its  generosity  should  have  no  effect  on  their  bargaining  power  and, 
therefore,  on  resource  allocation  within  their  households. 

The  results  based  on  PSID  are  cross-validated  drawing  on  the  CEX  which,  in  contrast  with  the 
PSID,  does  not  contain  interviews  with  the  same  households  stretching  over  many  years.  Thus,  model 
[6]  is  estimated  using  the  CEX  without  a  household  fixed  effect.  As  discussed  above,  the  likely  presence 
of  household-level  unobserved  heterogeneity  contaminates  interpretation  of  the  effect  of  AFDC  generosity 
on  expenditure  shares,  even  after  including  state  and  year  fixed  effects.  The  differential  effect  of  AFDC 
generosity  on  families  with  young  children  relative  to  families  who  face  the  same  level  of  AFDC 
generosity,  but  do  not  have  young  children,  P2,  is  less  prone  to  this  concern  —  and  so  we  focus  on  those 
estimates.  They  are  not,  however,  immune  to  bias  due  to  unobserved  heterogeneity  and  so  we  will  present 
estimates  for  lower  income  and  higher  income  households.  The  variation  of  P2  across  the  income 
distribution  will  provide  a  further  check  on  the  interpretation  of  the  results.  Because  of  concern  with 
unobserved  heterogeneity,  we  view  results  based  on  the  CEX  as  suggestive. 

Regression  results  are  presented  in  the  next  section.  We  begin  with  PSID  and  discuss  food  shares 
as  well  as  time  allocation  patterns  of  husbands  and  wives.  We  then  present  corroborating  evidence  from 
the  CEX. 
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4.  REGRESSION  RESULTS 


Food  shares  and  AFDC  generosity 

Table  1  reports  estimates  of  the  food  share  Engel  curve  [6]  using  our  core  PSID  sample  of  8,506 
intact  couples  who  have  at  least  one  child  under  18  in  the  year  of  the  survey.  Each  regression  contains 
controls  for  family  and  household  characteristics  including  demographic  composition,  age  and  education 
of  the  head  and  spouse,  household  income  and  controls  for  local  levels  of  economic  activity.6  The 
empirical  specification  is  a  simple  generalization  of  the  Working-Leser  form  (allowing  a  flexible  form  for 
the  effect  of  household  income).  Variance-covariance  estimates  are  based  on  the  infinitesimal  jackknife 
allowing  within  state  and  year  correlations  in  errors  (Huber,  1967). 

The  first  column  of  Panel  A  presents  OLS  estimates  of  the  correlation  between  state-level  AFDC 
payments  and  the  share  of  income  spent  on  food.  As  noted  above,  and  clearly  depicted  in  Figure  2,  there 
is  a  powerful  positive  association  between  the  two.  This  correlation,  however,  is  to  all  intents  and 
purposes  explained  by  time  effects  (in  column  2)  or  state  effects  (in  column  3).  After  including  those 
controls,  there  is  no  evidence  that  variation  in  AFDC  generosity  has  any  impact  on  food  shares. 

The  second  through  fourth  rows  of  Panel  A  allow  the  effect  of  AFDC  to  vary  with  presence  of 
children  in  the  family.  Ceteris  paribus,  a  woman  with  young  children  will  be  eligible  for  AFDC  for 
longer  than  a  woman  whose  children  are  older.  Thus,  if  AFDC  does  affect  a  woman’s  bargaining  power, 
it  should  have  a  bigger  impact  when  the  mother  has  young  children.  This  hypothesis  is  supported  in  the 
data.  Whether  or  not  the  model  includes  controls  for  time  effects,  state  effects  or  both,  a  10%  increase 
in  the  AFDC  benefit  is  associated  with  about  a  3%  reduction  in  the  share  of  income  allocated  to  food  if 


‘The  regressions  include  controls  for  the  number  of  children  in  the  family  age  0  to  6,  age  7  to  12  and  age  13  to  18, 
the  number  of  male  adults,  the  number  of  female  adults  and  the  (log  of  the)  number  of  members  in  the  household, 
including  non-family  members.  The  age  and  education  of  the  head  and  spouse  are  included  along  with  household 
income  which  is  specified  in  logarithmic  form  as  a  spline  with  knots  at  the  lower  and  upper  quartile.  As  an 
additional  measure  of  wealth,  we  control  the  (cubic  root  of  the)  value  of  the  house  for  owner-occupiers.  State  level 
per  capita  personal  income  and  county  unemployment  rates  are  included  to  capture  unmeasured  heterogeneity  in  local 
labor  markets. 
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the  woman  has  young  children  (age  0  through  5).  The  effect  is  smaller  if  the  children  are  age  6  through 
1 1  (0.8%)  and  there  is  no  significant  effect  if  the  children  are  older.7 

The  fixed  effects  regressions  in  column  4  contain  extensive  controls  for  heterogeneity  across  states 
and  time  since  we  include  state  fixed  effects,  time  effects,  state  specific  time  trends  and  region  specific 
time  effects.  Nevertheless  it  is  plausible  to  suppose  that  this  does  not  control  for  all  unobserved 
heterogeneity  that  may  affect  family  allocation  choices.  For  example,  if  within  a  state,  labor  market 
opportunities  for  the  poorest  do  not  change  in  lock-step  with  opportunities  for  higher  income  earners,  and 
if  AFDC  benefits  (which  are  targeted  at  the  poor)  vary  as  these  labor  market  opportunities  diverge,  then 
changes  in  the  generosity  of  AFDC  may  reflect  this  divergence  of  economic  opportunities  and  have 
nothing  to  do  with  bargaining  power  within  the  family.  Similar  concerns  may  arise  if  labor  market 
opportunities  for  (poorer)  women  differ  from  the  average  worker  in  the  state.  This  concern  is  addressed 
in  the  regression  in  column  5  of  the  table  which  contains  a  fixed  effect  for  each  of  the  8,506  couples  in 
the  study.  The  model  in  column  6  also  includes  the  state  and  time  effects  controlled  above.  This  final 
specification  probably  errs  on  the  side  of  conservatism  as  it  sweeps  out  all  fixed  characteristics  at  the 
household  level  that  might  be  associated  with  the  state-specific  level  of  generosity  of  AFDC  benefits.  This 
includes  variation  in  the  household’s  attachment  to  the  labor  market.8 

Two  main  results  emerge.  First,  increases  in  AFDC  are  associated  with  higher  food  shares  when 
family  effects  are  controlled.  However,  paralleling  the  results  in  columns  1  and  2,  (and  Figure  2),  this 
reflects  the  fact  that  AFDC  and  food  shares  have  declined  over  time.  In  the  conservative  specification 
with  time  and  state  effects,  the  impact  of  AFDC  turns  negative  and  is  measured  very  imprecisely.  We 
note  that  while  the  inclusion  of  time  effects  is  key,  whether  or  not  the  model  contains  state  effects  has  no 
impact  on  the  estimates.  Thus,  migration  by  households  in  response  to  AFDC  generosity  does  not  seem 
to  be  an  important  concern  in  this  context.  (See,  for  example.  Walker,  1994). 


7The  time  effects  in  column  2  and  the  state  effects  in  column  3  are  significant  (F  statistics  are  35.3  and  27.9, 
respectively).  They  are  also  jointly  significant  in  column  4  (F  statistic  is  12.8). 

8The  household  fixed  effect  is  significant  in  both  columns  5  and  6  (F  statistics  are  4.3  and  4.8  respectively).  The 
state  and  time  effects  remain  significant  even  after  controlling  for  household  fixed  effects  in  column  6.  (F  statistic 
is  25.9  for  time  effects  and  6.9  for  state  effects.) 
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Second,  increases  in  the  generosity  of  AFDC  benefits  have  no  impact  on  the  share  of  income 
allocated  to  food  if  there  are  older  children  (age  6  through  18)  in  the  household.  However,  AFDC 
generosity  is  associated  with  a  significantly  lower  food  share  if  the  household  has  young  children. 
Whereas  the  estimated  coefficient  on  this  interaction  is  reduced  by  half  when  a  family  fixed  effect  is  added 
to  the  model,  it  hardly  changes  when  state  or  time  effects  are  also  included.  Moreover,  the  estimated 
effect  is  invariant  to  whether  or  not  interactions  between  AFDC  and  children  of  other  age  groups  are 
included  in  the  model. 

Thus,  relying  on  the  impact  of  AFDC  generosity  on  food  shares  to  test  the  unitary  model  yields 
conflicting  results  and  depends  critically  on  whether  or  not  one  makes  the  assumption  that  unobserved 
heterogeneity  in  the  model  is  fully  captured  by  our  set  of  state  and  time  effects.  While  this  is  a  standard 
assumption  in  the  literature,  we  take  the  view  that  it  is  too  strong,  at  least  in  this  application.  However, 
allowing  the  treatment  effect  to  differ  across  households,  within  a  state  and  time  period,  and  focussing  on 
those  households  who  are  likely  to  be  most  affected  by  changes  in  AFDC,  we  find  unambiguous  evidence 
that  changes  in  the  state-level  generosity  of  AFDC  payments  does  impact  food  shares  in  families  with 
young  children.9 
Robustness  tests 

Table  2  explores  the  robustness  of  these  inferences.  Columns  1  and  2  repeat  the  regression  in 
column  6  of  Table  1.  Consistent  with  Engel’s  first  law,  food  shares  decline  as  income  increases  albeit 
at  a  decreasing  rate.  Consistent  with  Engel’s  second  law,  conditional  on  income,  food  shares  rise  as 
household  size  increases  although  we  see  that  this  effect  is  somewhat  mitigated  by  the  addition  of  female 
adults.  Whether  this  is  because  they  are  less  intensive  in  food,  whether  it  is  because  more  female  adults 
implies  more  home  production  (less  food  out  of  the  home),  or  whether  it  reflects  changes  in  bargaining 
power  of  the  mother,  we  cannot  say. 


’Given  the  large  sample  sizes,  it  may  be  appropriate  to  adopt  a  Bayesian  approach  to  model  selection.  Following 
Schwarz  (1978),  the  a  posteriori  most  likely  model  will  be  chosen  if  a  t  statistic  greater  than  3.4  is  judged  significant 
in  the  regressions  in  the  table.  By  this  criterion,  apart  from  the  OLS  estimates,  the  only  significant  coefficients  in 
the  table  are  the  interaction  between  the  AFDC  benefit  and  the  presence  of  young  children. 
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If  our  interpretation  is  correct,  AFDC  payments  should  have  no  impact  on  food  shares  in 
households  with  no  young  children.  This  implication  is  tested  in  column  3  which  is  based  on  a  different 
sub-sample  of  families  in  the  PSID.  We  include  only  those  households  who  have  no  children  under  18 
in  the  year  of  the  survey  or  at  any  time  in  the  following  two  years;  the  latter  restriction  ensures  that  we 
exclude  those  who  are  most  likely  to  be  planning  children  since  AFDC  generosity  may  affect  the 
bargaining  of  women  in  those  households.  Consistent  with  our  interpretation,  the  impact  of  variation  in 
AFDC  generosity  on  food  shares  in  households  with  no  children  is  zero.10 

A  potentially  more  powerful  test  is  based  on  the  observation  that  AFDC  benefits  should  not  only 
have  a  bigger  effect  on  the  power  of  women  in  households  with  small  children  but  it  should  also  have  a 
bigger  effect  on  women  in  lower  income  households.  Households  are  stratified  into  three  groups  based 
on  their  per  capita  income  level.  To  control  for  price  variation  across  states,  we  compare  household 
income  with  the  corresponding  per  capita  AFDC  benefit  for  a  family  of  three  in  their  state  of  residence. 
Low  income  households  (those  whose  income  is  less  than  three  times  the  AFDC  benefit)  spend  a  lower 
share  of  their  income  on  food  as  the  AFDC  benefit  increases  and  this  effect  is  largest  for  those  households 
with  young  children.  The  impact  for  middle  income  households  is  considerably  attenuated  although  it 
remains  significant  among  those  households  with  young  children.  Food  shares  of  higher  income 
households  are  unaffected  by  the  AFDC  benefit. 

It  is  possible  that  the  direct  effect  of  AFDC  on  food  shares  among  low  income  households  reflects 
unobserved  heterogeneity  (in  labor  markets  for  the  poor,  say).  It  is  difficult  to  see  how  this  can  explain 
the  significance  of  the  interactive  effect  with  young  children.  That  explanation  can  be  directly  tested  by 
re-estimating  the  model  in  column  3  with  a  sample  of  couples  with  no  children  (a  regression  that  is 
analogous  to  the  one  reported  in  column  3).  If  unobserved  heterogeneity  is  contaminating  the  results, 
AFDC  should  affect  the  food  shares  of  these  households.  It  does  not.  (The  t  statistic  on  fn(AFDC 
benefit)  for  low  income  households  is  0.9  and  for  middle  income  households  it  is  1.1.) 


10Although  it  is  not  precisely  estimated  in  the  first  two  columns,  the  magnitude  in  the  third  column  is  l/10th  the  size 
in  the  first  two  columns. 
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In  the  last  two  columns  of  the  table,  households  are  stratified  according  to  a  longer  run  measure 
of  income  (wealth):  whether  or  not  the  household  owns  a  home.  Women  living  in  households  who  own 
a  home  in  every  year  of  the  survey  are  very  unlikely  to  be  eligible  for  AFDC  if  only  because  they  are 
unlikely  to  satisfy  the  asset  conditions.  AFDC  should  have  no  impact  on  food  shares  in  these  households, 
even  if  there  are  young  children  present.  The  evidence  is  consistent  with  this  interpretation. 

Table  3  explores  robustness  in  a  different  direction.  Our  dependent  variable  is  the  share  of  income 
spent  on  food:  both  income  and  expenditure  are  prone  to  measurement  error  and  we  have  several  cases 
of  food  expenditures  that  are  in  excess  of  reported  income.  The  model  in  column  2  has  been  re-estimated 
with  four  different  estimators  that  reduce  the  influence  of  outliers  in  food  shares.  The  first  two  columns 
are  trimmed  least  squares  regressions  (including  fixed  effects).  The  third  regression  is  a  median  regression 
which  is  an  L-type  estimators  and  has  a  very  high  breakdown  point.  The  fourth  regression  is  an  M- 
estimator  and  is  a  Huber-type  robust  regression  with  a  biweight  weighting  function.  The  results  are  very 
similar  in  all  cases  and  support  the  conclusions  based  on  Table  2:  higher  AFDC  benefits  do  affect  food 
shares  in  intact  households  with  young  children. 

We  conclude,  therefore,  that  the  evidence  suggests  AFDC  does  affect  power  of  women  in  lower 
income  households  with  young  children  and  this  increased  power  is  manifest  in  a  reduction  in  the  share 
of  income  allocated  to  food.  PSID  does  not  contain  much  information  on  other  expenditures;  below,  we 
will  present  evidence  from  CEX  using  a  broader  set  of  expenditures.  It  is,  however,  possible  to  examine 
the  link  between  AFDC  benefit  and  time  allocation  with  the  PSID.  The  results  are  presented  in  Table  4. 
Time  allocation  and  AFDC  generosity 

The  analysis  is  restricted  to  those  couples  who  both  work  in  the  labor  market.  In  the  first  column, 
we  repeat  our  main  food  share  regression  using  this  restricted  sample.  While  the  impact  of  AFDC  on  food 
shares  among  couples  with  young  children  is  smaller  than  in  the  full  sample,  it  remains  significant. 

The  second  and  third  columns  indicate  that  hours  of  work  increase  for  both  men  and  women  as 
AFDC  benefits  rise.  Given  with  the  discussion  above,  we  are  reluctant  to  interpret  this  as  a  "natural 
experiment"  associated  with  changes  in  bargaining  power  within  the  household;  rather  we  suspect  that  it 
reflects  a  correlation  between  state-level  generosity  and  economic  performance.  Note  also  that  the  impact 
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is  substantially  larger  for  female  labor  supply  (and  therefore  for  the  woman’s  share  of  the  hours  the  couple 
work,  column  4),  indicating  that  AFDC  generosity  varies  with  labor  market  choices  and,  particularly,  those 
of  women.  However,  the  interaction  between  AFDC  benefit  and  the  presence  of  young  children  in  the 
household  is  unlikely  to  be  subject  to  concern  regarding  contamination  of  this  sort.  We  find  that  this 
interaction  has  a  negative  and  significant  impact  on  women’s  hours,  no  impact  on  men’s  hours  and, 
therefore,  is  associated  with  a  reduction  in  her  share  of  the  couple’s  hours  of  work.  We  conclude  that  as 
a  woman’s  bargaining  power  increases,  she  reduces  her  share  of  time  allocated  to  earning  income. 

Of  course,  as  has  been  noted  in  many  studies,  the  presence  of  young  children  in  the  household 
is  associated  with  a  reduction  in  hours  of  work  by  women  (Mroz,  1984).  Hours  worked  by  men  are  also 
reduced  but  by  not  as  much  and  so  the  share  contributed  by  women  also  falls.  This  is  normally  attributed 
to  an  increase  in  child  care  activities  by  the  mother.  As  expected,  her  share  of  time  in  the  labor  market 
increases  dramatically  when  the  children  are  older.  These  direct  effects  of  demographics  suggest  an 
interpretation  of  our  result.  As  AFDC  generosity  rises,  a  woman’s  bargaining  power  increases  if  she  has 
young  children  and  she  allocates  more  of  her  time  to  looking  after  those  children.  Neither  she  nor  her 
husband  will  benefit  from  the  more  generous  AFDC  payments  and  so  this  is  unlikely  to  capture  a  wealth 
effect  unless  they  are  anticipating  divorce.  Moreover,  if  it  does  reflect  a  wealth  effect,  we  would  expect 
to  see  a  decline  in  the  husband’s  hours  of  work  as  benefits  increase  (and  we  do  not).  We  would  also 
expect  the  interactions  between  AFDC  and  the  presence  of  older  children  to  be  significant.  They  are  not 
significant  in  any  of  the  models  that  include  these  interactions. 

Delving  inside  the  "natural  experiment" 

We  have,  thus  far,  compared  those  families  with  young  children  who  are  treated  with  higher  levels 
of  AFDC  with  those  families  for  whom  AFDC  remains  constant  under  the  assumption  that  it  provides  a 
"natural  experiment".  There  are  many  ways  that  this  assumption  can  be  tested  (see,  for  example,  Heckman 
and  Robb,  1988,  for  a  general  discussion).  For  example,  the  estimated  coefficients  should  be  the  same 
for  any  pair  of  states  in  a  cross-section  or  for  any  pair  of  time  periods  in  a  time  series.  In  practice, 
however,  these  tests  will  lack  power  in  our  context  because  of  the  limited  variation  in  AFDC  benefits  in 
each  case.  However,  we  have  explored  the  empirical  basis  of  our  "natural  experiment"  by  stratifying  the 
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sample  into  regions  and  re-estimating  the  food  share  models  separately  for  each  region.  Coefficient 
estimates  are  reported  in  Table  5. 

The  effect  of  the  AFDC  benefit  is  in  Panel  A.  The  estimates  are  similar  in  all  four  regions  but, 
since  their  associated  standard  errors  are  about  twice  the  size  of  the  coefficient,  none  of  the  effects  is 
different  from  zero  and  none  is  different  from  each  other.  This  test  has  no  power. 

Panel  B  reports  the  estimated  effects  of  the  interaction  between  AFDC  and  having  young  children 
in  the  household.  The  effect  is  significantly  different  from  zero  in  each  of  the  four  regions  and,  taking 
all  four  regions,  we  cannot  reject  the  hypothesis  that  the  effects  are  the  same  (row  4).  For  all  but  one  of 
the  pairs,  the  estimated  effects  are  the  same:  the  exceptional  case  is  the  comparison  between  the  North 
Central  and  West  regions. 

It  turns  out  that  this  difference  among  the  regions  emerges  only  in  the  late  1980s  and  early  1990s. 
Re-estimating  the  model  on  a  slightly  reduced  sample  of  twenty  years  of  data  (1968-87),  we  find  that  none 
of  the  pairs  of  coefficients  is  significantly  different  (Panel  C).  Apparently,  during  1988-1992,  the  impact 
of  AFDC  on  food  shares  of  families  with  young  children  increased  slightly  in  the  North  Central  U.S.  but 
fell  substantially  in  the  West.  Precisely  why  is  unclear  although  Figure  3  presents  some  suggestive 
evidence.  As  in  Figure  2,  median  AFDC  payments  and  mean  food  shares  are  displayed  by  year  for  each 
region.  In  the  Northeast  and  North  Central  states,  food  shares  and  AFDC  track  each  very  closely.  In  the 
South,  food  shares  have  declined  substantially  more  than  AFDC  payments  over  the  period.  The  link  is 
least  clear  in  the  West  where,  in  contrast  with  the  rest  of  the  country,  food  shares  rose  almost  2  percentage 
points  in  the  last  five  years  of  the  study. 

While  the  departure  from  equality  of  effects  across  regions  in  these  latter  years  is  a  concern,  the 
key  issue,  here,  is  whether  the  conclusions  above  are  affected  by  this  departure.  Re-estimating  all  the 
models  on  a  reduced  sample  that  excludes  the  North  Central  and  Western  states  for  the  period  1988  to 
1992  provides  the  answer:  a  resounding  negative.  For  example,  the  impact  of  a  percentage  increase  in 
AFDC  is  a  0.157%  decline  in  food  shares  of  households  with  young  children.  (The  standard  error  is  0.03, 
the  same  as  in  the  full  sample).  As  a  second  example,  the  impact  is  larger  on  poorer  households:  the 
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coefficient  on  the  AFDC-young  child  interaction  is  -0.356  (standard  error=0.13)  for  households  with 
income  less  than  3  times  the  AFDC  payment. 

Corroborating  evidence  from  the  CEX 

As  a  final  set  of  checks  on  the  robustness  and  plausibility  of  our  results,  we  turn  to  the  CEX 
which  has  the  advantage  of  containing  information  on  a  broader  array  of  goods  than  PSID.  Drawing  on 
14  rounds  of  the  survey  spanning  1980  through  1994,"  we  have  estimated  Working-Leser  Engel  curves 
of  the  form  [6]  but,  because  the  CEX  is  not  a  panel  of  households  followed  for  many  years,  the  models 
do  not  include  a  household  fixed  effect.  As  discussed  above,  failure  to  control  household-level  unobserved 
heterogeneity  complicates  the  interpretation  of  the  correlation  between  AFDC  generosity  and  budget 
allocation.  If  AFDC  is  a  source  of  bargaining  power,  its  effect  on  the  budget  should  be  greatest  in 
households  with  young  children  since  their  mothers  have  a  longer  time  horizon  over  which  they  will  likely 
receive  AFDC.  We  will,  therefore,  contrast  spending  patterns  of  households  in  the  same  state,  in  the  same 
year,  with  the  same  level  of  expenditure  and  the  same  household  size  and  examine  the  differential  effect 
of  variation  in  AFDC  generosity  on  "treatment"  families  —  those  with  young  children  —  relative  to 
"control"  families  —  those  without  any  young  children.  That  is,  we  focus  on  p2  in  [6],  the  interaction 
between  AFDC  generosity  and  the  presence  of  young  children  in  the  household. 

Estimates  are  reported  in  the  first  column  of  Table  6.  Since  the  effect  of  AFDC  generosity  should 
be  greater  among  lower  income  households  (with  young  children),  column  2  reports  estimates  of  P2  among 
lower  expenditure  households  (below  median  per  capita  expenditure  in  the  year  of  the  survey);  estimates 
for  higher  expenditure  households  are  in  column  3. 12 

Our  primary  goal  is  to  assess  the  robustness  of  the  PSID  results.  We  begin,  therefore,  with  food 
shares  and  restrict  attention  to  a  subset  of  other  goods  that  are  intended  to  shed  some  light  on  the 

"Expenditure  data,  which  are  collected  from  each  household  four  times,  are  aggregated  to  create  an  estimate  of 
annual  expenditure;  each  household  therefore  enters  our  analytic  sample  once. 

"With  PSID,  we  exploited  the  fact  that  it  is  possible  to  calculate  longer  run  measures  of  income  and  household 
resources  in  order  to  isolate  women  and  children  who  are  more  likely  to  benefit  from  AFDC.  That  is  not  possible 
with  CEX.  We  therefore  split  households  at  median  per  capita  expenditure  but  recognize  there  is  likely  to  be 
classification  error  in  terms  of  identifying  women  and  their  children  who  are  likely  to  have  few  resources  if  the 
husband  and  wife  were  to  split  up.  For  reference,  median  household  expenditure  is  around  nine  times  average  AFDC 
payment. 
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mechanisms  through  which  bargaining  power  might  affect  budget  allocations.  Specifically,  we  examine 
the  share  of  the  budget  spent  on  food  out  of  the  home,  two  "male"  goods  (alcohol  and  a  composite  of 
expenditures  on  leisure  items  including  sports  entertainment,  tools,  car  maintenance  and  gas)  a  composite 
"child"  good  (baby  clothing,  baby  furniture  and  toys)  and  a  "human  capital  investment"  good  (health).13 
The  advantage  of  aggregating  goods  into  commodity  groups  is  that  we  are  able  to  mitigate  the  difficulties 
that  arise  when  some  households  spend  nothing  on  a  good.14  Nonetheless,  for  some  of  these 
commodities,  such  as  alcohol,  the  decision  to  buy  the  good  at  all  might  be  influenced  by  bargaining 
power.  This  potential  pathway  of  influence  is  explored  in  columns  4-6  in  the  table:  the  estimates  are 
based  on  a  linear  probability  model  of  the  decision  to  spend  anything  on  the  good  for  all  households 
(column  4),  lower  expenditure  households  (column  5)  and  higher  expenditure  households  (column  6).  The 
final  two  columns  report  the  budget  share  and  fraction  of  households  who  report  any  purchase  during  the 
reference  period.15 

Results  for  food  shares  are  presented  in  the  first  row  of  the  table.  Consistent  with  evidence  in  the 
PSID,  food  shares  in  households  with  young  children  tend  to  decline  as  AFDC  generosity  increases.  This 
negative  effect  is  greater  among  lower  expenditure  households  and  is  effectively  zero  among  the  better 
off.  The  coefficient  estimate  for  the  full  sample  is  lower  than  in  the  PSID  but,  among  lower  income 
households,  the  CEX  and  PSID  estimates  are  very  close. 

Why  is  AFDC  generosity  associated  with  reduced  food  shares  in  PSID  and  CEX?  To  explore  this 
question,  the  effect  of  AFDC  generosity  on  the  share  of  the  spent  on  food  out  of  the  home  is  reported  in 
the  second  row.  In  households  with  a  young  child,  the  share  declines  as  generosity  increases,  particularly 
among  lower  expenditure  households.  Apparently  all  the  decline  in  food  shares  can  be  explained  by  a 
reduction  in  the  allocation  of  the  budget  to  food  out  of  the  home. 


13See  Rubalcava  and  Thomas  (2000)  for  a  discussion  of  the  fuller  set  of  results. 

14Results  for  the  individual  items  in  these  commodity  groups  are  quantitatively  and  substantively  the  same  as  the 
group;  our  choice  of  groups  was  based  on  ex  post  testing  of  equality  of  estimates  of  AFDC  generosity. 

15 An  alternative  specification  would  model  the  decision  to  purchase  and  the  amount  purchased  separately;  in  the 
absence  of  instruments  that  affect  the  decision  to  purchase  but  not  the  amount  spent,  we  do  not  pursue  that  strategy. 
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The  probability  anything  is  spent  on  food  out  of  the  home  also  declines  with  AFDC  generosity 
and  that  effect  is  much  larger  for  the  less  well-off.  The  fact  that  the  estimated  effect  is  significant  among 
higher  expenditure  households  calls  for  caution  in  the  interpretation  of  the  result.  We  suspect  that  this 
is  a  reflection  of  the  same  fact  reported  in  Table  1  which  demonstrated  that  failure  to  include  household- 
specific  fixed  effects  yields  estimates  of  (32  that  are  contaminated  by  unobserved  heterogeneity.  It  is 
apparent  from  these  results  why  we  have  focussed  primarily  on  the  PSID.  Nonetheless,  to  the  extent  that 
the  impact  of  the  unobserved  heterogeneity  does  not  vary  across  the  income  distribution,  the  difference 
between  the  relationship  between  AFDC  generosity  and  budget  allocations  for  lower  and  higher 
expenditure  households  does  provide  potentially  more  compelling  evidence. 

The  next  two  rows  are  goods  that  one  might  think  of  as  being  "adult"  goods  or  "male"  goods: 
alcohol  (row  3)  and  expenditures  that  are  likely  to  be  associated  with  adult  male  leisure  activities,  namely 
tools,  car  maintenance,  gas  and  sports  entertainment  (in  row  4).  The  share  of  the  budget  spent  on  these 
goods  declines  with  AFDC  generosity  as  does  the  probability  a  household  with  a  young  child  buys 
alcohol.  All  of  these  effects  are  much  larger  for  lower  expenditure  households. 

If  AFDC  generosity  is  associated  with  reduced  expenditure  on  food  out  of  the  home,  alcohol  and 
male  leisure  items,  it  must  be  associated  with  increased  expenditures  on  other  goods.  One  group  of  such 
items  is  "child"  goods:  baby  clothing,  furniture  and  toys  (row  5).  The  share  rises  with  AFDC  generosity 
as  does  the  probability  of  buying  these  goods;  these  increases  are  larger  for  lower  expenditure  households 
with  young  children. 

AFDC  generosity  is  also  associated  with  a  higher  share  of  the  budget  being  spent  on  health  as  well 
as  increasing  the  probability  a  household  spends  anything  on  health  care.  Both  of  the  estimated  effects 
are  significant  only  among  lower  expenditure  households.  If  spending  health  care  is  indicative  of 
investment  in  human  capital  then  these  results  suggest  that  AFDC  generosity  are  associated  with  greater 
such  investments. 

If  our  interpretation  that  AFDC  generosity  affects  a  woman’s  bargaining  power  is  correct,  then 
the  evidence  suggests  that  relative  to  men,  women  place  greater  value  on  baby  or  child  goods  and 
spending  on  health  and  less  value  on  alcohol  and  male  leisure  goods.  Women  are  also  less  inclined  to 
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spend  money  on  food  out  of  the  home.  This  evidence  is  consistent  with  other  studies  that  have  found 
women  tend  to  allocate  resources  away  from  "male"  goods  towards  "child"  and  possibly  "female"  goods. 
(Lundberg,  Poliak  and  Wales,  1997;  Thomas,  1990).16  We  view  the  CEX  results  as  being  suggestive  in 
their  support  of  our  main  results  based  on  the  PSID. 

CONCLUSIONS 

The  notion  of  "power"  within  the  household  plays  no  part  in  resource  allocations  in  the  unitary 
model  of  the  household.  Assuming  variation  in  the  generosity  of  AFDC  benefits  affect  the  fallback 
positions  of  women,  we  find  that  the  share  of  income  allocated  to  food  and  time  allocated  to  labor  market 
activities  are  affected  by  "power".  The  results  suggest  that  AFDC  impacts  the  bargaining  position  of 
women  with  young  children  and  women  in  lower  income  households  relative  to  their  partners  and  that  this, 
in  turn,  affects  the  way  time  and  money  is  allocated  in  the  home.  The  results  are  robust  to  a  range  of 
sources  of  unobserved  heterogeneity  including  state  fixed  effects,  time  fixed  effects,  time-varying  region 
effects  and  household  fixed  effects. 

While  these  results  sink  one  more  nail  in  the  coffin  of  the  unitary  model  of  the  household,  it  is 
important  to  recognize  that  we  are  capturing  subtle  effects  and  that  the  impact  of  variation  in  AFDC 
benefits  on  budget  allocations  is  small  relative  to  variation  in  household  income.  Our  results  do  not  speak 
to  the  issue  of  whether  policies  like  AFDC  would  be  good  instruments  for  enhancing  the  status  of  women 
in  the  family  and  it  would  be  imprudent  to  rely  on  this  study  to  draw  conclusions  in  that  direction. 


l6We  are  unable  to  detect  evidence  that  AFDC  generosity  is  associated  with  a  shift  away  from  male  clothing  and 
towards  female  clothing  as  shown  for  the  United  Kingdom  by  Lundberg,  Poliak  and  Wales. 
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Figure  1:  AFDC  Monthly  Maximum  Benefits 
Mean  and  standard  deviation  C 1968- 1992)  (in  S1984) 
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Figure  3:  AFDC  maximum  payments  and  food  shares 
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Table  1:  Effect  of  AFDC  benefit  on  share  of  income  spent  on  food 
Direct  effects  and  interactions  with  number  of  children 
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Notes:  Sample  contains  8,506  intact  couples  with  children;  6.35  observations  per  family  on  average;  sample  size  is  54,010.  Standard  errors  in  parentheses  robust  to  state-year 
clustering  and  heteroskedasticity.  Regressions  include  controls  for  age-specific  number  of  children  in  household,  number  of  male  and  female  adults  in  household,  spline  in  log  of 
HH  income,  age  of  head  and  spouse,  education  of  head  and  spouse,  cubic  root  of  value  of  house  owned,  state  per  capita  personal  income  and  county  unemployment  rate.  Column 
six  includes  family,  time  and  state  fixed  effects,  state-specific  trends  and  region*time  fixed  effects.  F  tests  (column  6,  panel  C)  are,  for  joint  significance  of  hh  effects, 

F(  1 89,453 15)=2 18.9;  for  joint  signifance  of  state  &  time  effects,  F(1 16,453 15)=4.8. 
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Table  3:  Effect  of  AFDC  benefit  on  share  of  income  spent  on  food 
Robustness  to  food  share  outliers 


Trimmed  FE 
(1%  trimming) 
(1) 

Trimmed  FE 
(5%  trimming) 

(2) 

Median 

Regression 

(3) 

Huber  Robust 
Regression 
(4) 

fn(AFDC  benefit) 

■  -0.498 

-0.300 

0.076 

-0.066 

[0.41] 

[0.31] 

[0.26] 

[0.24] 

*  children  0-5 

-0.157 

-0.133 

-0.151 

-0.126 

[0.03] 

[0.02] 

[0.02] 

[0.02] 

Notes:  See  Table  1.  Regression  models  include  covariates  listed  in  note  at  foot  of  Table  1.  Fixed 
effects  models  (FE)  include  family,  state,  time,  region*time  fixed  effects  and  state-specific  time  trends. 
1%  trimming  means  trim  at  top  and  bottom  of  distribution.  Huber  robust  regression  uses  bi weight 
weighting  function  to  downweight  outliers  (weighting  constant=7). 
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Table  4:  Effect  of  AFDC  benefit  on 

Share  of  income  spent  on  food,  share  on  food  out  of  home, 

hours  of  work  (of  man  and  woman)  and  woman’s  share  of  those  hours 

Models  with  family,  state,  time  fixed  effects  and  state-specific  time  trends 


Share  of 
income  on 
food 

(i) 

dn(hrs) 
worked  by 

woman 

(2) 

Cn(hrs) 
worked  by 

man 

(3) 

Woman’s  share 
of  total 
hours  worked 

(4) 

Cn(AFDC  benefit) 

-0.098 

0.155 

0.042 

1.973 

[0.80] 

[0.05] 

[0.02] 

[0.86] 

*  children  0-5 

-0.103 

-0.016 

0.002 

-0.371 

[0.04] 

[0.01] 

[0.00] 

[0.09] 

Household  composition 

#  of  children  0-5 

0.063 

-0.110 

-0.031 

-0.945 

[0.22] 

[0.03] 

[0.01] 

[0.46] 

6-11 

0.392 

0.025 

-0.020 

0.746 

[0.19] 

[0.02] 

[0.01] 

[0.34] 

12-17 

0.522 

0.101 

-0.021 

1.896 

[0.18] 

[0.02] 

[0.01] 

[0.32] 

#  of  male  adults 

-0.149 

0.089 

-0.056 

2.276 

[0.21] 

[0.02] 

[0.01] 

[0.42] 

#  of  female  adults 

-0.381 

0.096 

-0.041 

2.185 

[0.22] 

[0.03] 

[0.01] 

[0.44] 

HH  size  (incl  non- 

5.211 

-0.520 

0.186 

-11.829 

family  members) 

[0.65] 

[0.06] 

[0.03] 

[1.23] 

fn(HH  income)  spline 
bottom  25%ile 

-38.168 

0.142 

0.193 

-0.904 

[1.63] 

[0.05] 

[0.03] 

[0.97] 

25-75%ile 

-11.607 

0.464 

0.271 

3.262 

[0.36] 

[0.04] 

[0.02] 

[0.65] 

top  25%ile 

-7.984 

0.280 

0.244 

0.307 

[0.22] 

[0.04] 

[0.02] 

[0.77] 

Value  of  house 

0.010 

-0.001 

0.001 

-0.036 

[0.00] 

[0.00] 

[0.00] 

[0.01] 

State  per  capita  income 

0.000 

0.000 

0.000 

0.000 

($000s) 

[0.00] 

[0.00] 

[0.00] 

[0.00] 

County  unemployment  rate 

-1.461 

0.399 

-0.250 

11.758 

[2.33] 

[0.30] 

[0.16] 

[5.56] 

F  (all  covariates) 

61.06 

11.09 

6.78 

13.90 

[p  value] 

R2 

[0.00] 

[0.00] 

[0.00] 

[0.00] 

0.809 

0.577 

0.525 

0.578 

Notes:  Sample  includes  couples  with  children  with  both  husband  and  wife  working  in  survey  year.  29,462  observations.  See  Table  1. 
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Table  5:  Effect  of  AFDC  benefit  on  share  of  income  spent  on  food 
Region-specific  effects 

Models  with  family,  state,  time  fixed  effects  and  state-specific  time  trends 


Northeast 

North-central 

South 

West 

(1) 

(2) 

(3) 

(4) 

Sample  period  1968-1991 
A.l  Coefficient  estimate 

fin(AFDC  benefit) 

0.179 

0.171 

0.191 

0.193 

[0.33] 

[0.34] 

[0.37] 

[0.33] 

A.2  F  tests  for  equality 

1.  Northeast  and 

0.01 

0.02 

0.04 

[0.92] 

[0.89] 

[0.85] 

2.  North-Central  and 

0.06 

0.11 

[0.80] 

[0.74 

3.  South  and 

0.00 

[0.98] 

4.  Joint  test  all  regions 

All  effects  equal 

0.05 

[0.99] 

All  effects  zero 

0.12 

[0.98] 

Sample  period  1968-1991 
B.l  Coefficient  estimate 

fn(AFDC  benefit) 

-0.142 

-0.199 

-0.162 

-0.093 

*  children  0-5 

[0.04] 

[0.04] 

[0.04] 

[0.04] 

B.2  F  tests  for  equality 

1.  Northeast  and 

2.01 

0.19 

1.23 

[0.16] 

[0.66] 

[0.27] 

2.  North-Central  and 

0.64 

5.91 

[0.42] 

[0.02] 

3.  South  and 

2.07 

[0.15] 

4.  Joint  test  all  regions 

All  effects  equal 

2.06 

[0.10] 

All  effects  zero 

7.94 

[0.00] 

Sample  period  1968-1988 
C.l  Coefficient  estimate 

{n(AFDC  benefit) 

-0.145 

-0.195 

-0.196 

-0.114 

*  children  0-5 

[0.04] 

[0.04] 

[0.05] 

[0.05] 

C.2  F  tests  for  equality 

1.  Northeast  and 

1.33 

0.98 

0.38 

[0.25] 

[0.32] 

[0.54] 

2.  North-Central  and 

0.00 

2.721 

[0.98] 

[0.10] 

3.  South  and 

2.17 

[0.14] 

4.  Joint  test  all  regions 

All  effects  equal 

1.25 

[0.29] 

All  effects  zero 

7.17 

[0.00] 

Notes:  See  Table  1.  [p  values]  below  F  statistics,  [standard  errors]  below  coefficients. 
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Table  6:  Household  budget  allocations  and  AFDC  generosity  in  the  CEX 
Effect  of  AFDC  benefit  interacted  with  presence  of  children  age  0-5  in  household 


O 

rv  O 

CQ 


m  — ♦  ©  m 

M  O  mo 


g. 

c  £ 

2  §  « 
fl  c  > 

,  .  o 

C/J  t/5  *T 

n  2  « 


'rt  / — ' 

W  o  S 


t*  I 

.1-!  V 


»  -  o 

C  </i  C 
.2^ 
o 

Si  ^  a 

*2  o  £ 

(J  u  C 

*s  js  = 

<U  E  <u 

•g  g  S 


4>  —  O 
*T3  JL  £Z 
3  <5  <u 


W  uS 


00  o 

<D  _C 

13  *  c 

■§.3:3 

ttf)  c 

T3  V 

(5 


4—1 

S3  c 

O  43 

3 

CJ  D 

2  l— 

-o 

o 

-o 

o 

-C 

o 

^  00 
^  t: 

<J  3 
•*— » 

^  *C 

Xj 

o 

o 

o 

o  o 

x>  c 

13 

o 

o 

O  D- 

c3  3 

<D 

Ph 

pH 

< 

H  * 

CQ  *- 

a 

-5 

m 

* n 

vd 

cj  x:  o 

S'?  1 

&  i-g 

c  2  ° 

=£'•5  | 
got 

l~  c/5 

so  _q  •a 

-Is 

it  i 

ii; 

C/3  _ 

■S  8.0 

?  IS 

t  a  3 

as -s 

Ei-g 

c/5  0>  5 

OJ  c/5  03 

«  2  <L> 

P  2  w) 

c/5  /X  — r 

u  u  u 

c  ;=  2 
«  ex  — 

O  •"  1 

£  ”  X 

8  a  8- 

o-o  •» 
2  2 

tit 

.a  g^ 

a^| 

55  S  S3 

2  cl  g 
cx  x  .2 
P  w  3 


34 


personal  income.  Robust  standard  errors  in  parentheses.  Purchase  probability  not  reported  for  food  and  cars,  sports,  entertainment  because  almost  all  household  report  some 
expenditures. 


Appendix  Table  1:  Summary  statistics 


Sample  of  intact  couples 

Mean  Standard 

Error 

(1)  (2) 

Sample  of  intact  couples 
both  of  whom  work 
in  labor  market 

Mean  Standard 

Error 

(3)  (4) 

AFDC  benefit  ($1984) 

283.31 

0.553 

Cn  (AFDC  benefit) 

5.53 

0.002 

5.52 

0.003 

Standard  deviation: 

Overall 

0.500 

Between 

0.473 

Within 

0.197 

Income  shares 

Food 

0.18 

0.001 

0.15 

0.001 

Standard  deviation: 

Overall 

0.156 

Between 

0.173 

Within 

0.102 

Food  out  of  home 

0.03 

0.0003 

0.02 

0.000 

Woman’s  log(hrs.  of  work) 

3.06 

0.005 

3.06 

0.005 

Man’s  log(hrs.  of  work) 

3.63 

0.002 

3.66 

0.003 

Woman’s  share  of  those  hrs.  0.28 

0.001 

0.39 

0.001 

#  children  0-5 

0.48 

0.003 

0.46 

0.004 

#  children  6-11 

0.41 

0.003 

0.42 

0.004 

#  children  12-17 

0.38 

0.003 

0.40 

0.005 

#  male  adults 

1.13 

0.002 

1.12 

0.002 

#  female  adults 

1.12 

0.002 

1.11 

0.002 

HH  size 

3.53 

0.007 

3.51 

0.008 

fin  (HH  income) 

10.21 

0.003 

10.38 

0.003 

Value  of  house  ($000) 

30.62 

0.184 

28.38 

0.241 

Woman’s  age 

39.38 

0.062 

35.20 

0.063 

Man’s  age 

42.11 

0.065 

37.71 

0.067 

Woman’s  education: 

<  high  school 

0.24 

0.002 

0.15 

0.002 

=  high  school 

0.44 

0.002 

0.46 

0.003 

>  high  school 

0.32 

0.002 

0.39 

0.003 

Man’s  education 

<  high  school 

0.28 

0.002 

0.21 

0.002 

=  high  school 

0.35 

0.002 

0.37 

0.003 

>  high  school 

0.37 

0.002 

0.42 

0.003 

State  per  capita  inc  ($000s) 

12.22 

0.009 

12.38 

0.013 

County  unemployment  rate 

0.06 

0.000 

0.06 

0.000 

Number  of  households 

8,506 

6,548 

Number  of  household-years 

54,010 

29,462 
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